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Albania Enterprise Development & Export Market Services

EDEM

This document incorporates two reports regarding the EDEM project:

1) The Year 2 Annua Report covering the period from 1 October 2004
through 30 September 2005; and

2) The Quarterly Report covering the period from 1 July 2005 through 30
September 2005.

Incorporated by reference in the Annua Report are EDEM’s Y ear 2 Quarterly Reports
previoudy submitted to USAID.

The document is organized around the different EDEM activities. Each activity section
begins with a summary of the Year 2 reaults, details of the efforts can be found in the
Year 2 Quarterly Reports, which is followed by a discussion of the activities and results
for the past Quarter.

A. ACTIVITY SUMMARY

EDEM is expected to contribute to USAID/Albania s Economic Growth Strategic
Objective, Growth of Sdlf-Sugtaining Private Enterprises (SO 1.3), and the following
Intermediate Results: **

IR # 1 — Compstitiveness Capacity of Assisted Enterprises Strengthened;
IR # 2 — Access to Assisted Enterprisesto Credit Increased; and
IR # 3 — Competitive Business Environment Improved.

** Please note, the SO and IR swere revised in the fall of 2004 and differ from the SO
and IR sidentified in the DAI/EDEM cortract.

In addition, EDEM is expected to contribute to USAID/Albania’ s SO # 2.1 — Increased
Involvement of Civil Society in Economic and Political Decison-Making— and its IR # 1
— Increased Citizen Participation in Public Discusson on Key Government Issues, aswell
aslink with IR # 3.2 — Public Advocacy Againg Corruption Strengthened.

Project activitiesduring Y ear 2 focused in two major aress.

implementing the trangtion from sole reiance on a cluster gpproach to
support development of Albanid s private sector competitivenessto an



gpproach combing industry-wide efforts with amore intense firm level
assgtance involvement; and

providing firm leve assstance including: developing individua business
profiles, developing ‘action plans for the ddivery of assistance and
implementing specific assstance needs.

Year 2 Highlight Examples

Meat Processing

Herbs/Spices

EDEM offered direct assstance to 11 leading Albanian mesat processing
companies, two meat associations and a machinery supplier.

Technica assgtance to eight meat processing companies contributed
consderably to developing their business capability and competitiveness.
September 2005 company interim business performance indicators
indicate asdesincrease varying from 5 to 50 % at atota vaue of
$1,874,500 new sadles. Sales were supported by $1,800,000 of new factory
recongruction and technology investments; 100 new jobs created of which
48 were female. Average number of products per company increased
from 25 to 38. Each meat processing company gained from one to four
new markets and introduced from 3 to 15 new business practices.

EDEM assisted Bardhi produce a successful business plan and hel ped the
company present it to financid indtitutions. By successfully securing bank
financing of $620,000 the company managed to resolve its critical

financid sate and make sgnificant factory and technology investments.
EDEM is helping Meat Master and Albidea to build quality management
systems that will lead to 1SO 9001 certifications.

During Year 2 Albanian herb and spice companies consderably upgraded
their overall busnesses capability. Asaresult, the indudry is becoming
more diversified and competitive due to the range of the products offered
and continuoudy improved qudity. Theindudtry is repostioning itsdlf
towards more vaue adding and making better use of market intelligence.
Further processed products - Rubbed Sage and Ground Sage produced for
the firg time in Albania by two different herb and spice businessesin
response to information developed from EDEM market research
Bio-certified products — three herb and spice businesses underwent
Organic Ingpection (ATC, Xherdo and Elbashehu); one company obtained
the bio-certificate; the other two received certification in November.
Commercid cultivation — severa Albanian herb and spice companies are
cultivating commercidly viable items (Lavender, Sage, Oregano, Lemon
Bam, Cyan, and Monarda).



Tourism

New products devel oped — new formulations of packaged teas and spices
from three herb and spice businesses (ATC, Ted b and Pepa) introduced
into the domestic market.

Technology upgrades — three herb and spice purchased cleaning and
packaging equipment alowing them to produce higher quality products.
Enhanced market knowledge — businesses attended internationd trade
fairs (Germany Green Week Study Tour, B2B Skopje) that sgnificantly
helped them gain exposure to internationd trends and developments of the
herb and spice industry world wide.

In FY 05, two mediatours were organized involving 10 journdigs from
five countries. Eight articles were published in European and US outlets
with circulaion to an audience of over 500,000 readers and listenersin
key generating markets. A mediatour organized at the end of FY 04
resulted in four articles published in European newspapers.

The “Greetings from Albania’ postcard attracted over 350 postcards from
300 sudentsin 10 communities. The Greetings campaign received
internationa press coverage through the USAID publication Frontlines,
Seeurope.net, and e- turbo News, the latter is circulated to over 200,000
travel professonasin 232 countries.

EDEM has made it possible for smal and medium-sized hotels to accept
and immediately confirm internet room reservations. Seventeen hotels
have registered on the Web Reservations Internationa system. The WRI
booking engineis available on 3,000 websites, including Lonely Planet
and Rough Guides, giving Albanian hotels free promotion via these Sites.
In less than two months, four hotels had aready received 10 bookings.

In collaboration with BKT Bank, EDEM arranged for 55 hotels and travel
agenciesto exhibit a Albaniatravel promotiond eventsin Skopje and
Prigina. Thiswas the first organized effort to proactively market to
Macedonians.

EDEM ingdled the firgt tourism information sand at Rinas airport in May
2005. An average of over 340 brochures per week fromthe Ministry of
Tourism, 80 businesses, municipaities and organizations have been
ditributed to inbound travelers.

Leather Goods

EDEM isworking, in cooperation with ACIT, to assst severa footwear
producersin preparing and implementing marketing plans and training the
firmsin export development. Asaresult of this effort Angelo shoesin
Korcawill soon begin footwear production for a buyer in Athens, Greece
under a production contract for sdesin the Albanian, Greek and Itaian
markets.



Industry Demonstration Companies

Training

Vila, thefirg producer of white button mushroomsin Albania, awoman
owned company, has built business dliance with the largest mushroom
producer in Macedonia and found akey supply source for compost, the
most important raw materid. EDEM isaso assging thefirminre-
negotiaing the terms of its exigting loan with acommercia bank so thet it
can meset the repayments from its current cash flow and have sufficient
working capitd to further its production goals.

Poseidon Company is expanding its operation from currently only
working with the canning of anchovies using semi- processed imported
raw materid to source and fully process the raw materiadsin Albaniaand
to expand the operation to aso can sardines using fresh fish from Albanian
waters. EDEM is asssting the company to locate equipment from Spain,
Norway and Denmark for the planned factory and helping develop a
drategy to rebuild an Albanian based anchovies and sardine fishing fleet.
When the new plant isin operation in the spring/summer of 2006, it is
expected to employ aminimum of 100 to 150 full time production
workers, mogt of whom will be femde,

Vdlizeit AK, with EDEM’ s assstance, is identifying new export market
opportunities and securing financing to complete the congtruction of its
modern cool storage facilities. Velizerit has been introduced to two mgjor
Norwegian importers of fruits and vegetables. One of these has received
and tested samples of potatoes, and has expressed active interest in placing
atria order to test the potatoesin the market. The other company has
agreed to place atria order for cauliflowers and potatoes expected to be
shipped in December. The expectation is that this company will source
part of its EUR 30 million ayear import program from Albania, and will
aso induce other mgjor Norwegian fruit and vegetable importing
organizations to source part of ther requirementsin Albania EDEM has
introduced the company to two banks, both of which have expressed
interest in providing loans based on the recommendation from EDEM and
the fact that EDEM s providing technica support to the company.

EDEM has completed three Train of Trainers programsinl) Leadership;
2) Management Skills and Human Resources Management; and 3)
Business Ethics.

From the ToT efforts, 7 individuals are now capable of providing
Leadership training to the Albanian business community; 13 individuasin
Management Skills and Human Resources Management; and 17
individuasin Busness Ethics

The firgt Leadership workshop provided to the business community
attracted 12 businesses from avariety of indudtries.



EDEM'’s Contribution to USAID/Albania’ s Strategic Objective 1.3

Thefollowing teble is provides an overview of EDEM’ s progressin supporting

USAID/Albania s Strategic Objective 1.3.

EDEM'’s Contribution to USAI D/Albania’ s Strategic Objective 1.3

Indicator Baseline Quarter LOP Actual |Lifeof Project
2003 July — Sept. through Target
2005 Sept. 2005
S.0O. 1 Number of self-sustaining private
enterprises benefiting directly from USAID
assistance. NA 10 71 87
S.0. 2 Number of private enterprises
benefiting indirectly from USAID assistance. |[NA 44 631 942
S.0. 3 Vaue (in 000,000 Lek) of sales of
Albanian products and servicesin domestic
markets by USAID-assisted enterprises. 1,781. 1,124.8 4,499.4 8,116.2
S.0. 4 Vaue (in 000,000 Lek) of target
Albanian products and services exported by
USAID-assisted enterprises. 110.6 366.7 1,467 1,349.9
I.R. 1.1 Number of assisted enterprises with
increased productivity and/or improved quality
of products or services. NA 12 42 52
Sub-IR 1.1 Number of people trained in new
technologies NA — new 133 TBD
Sub-IR 1.2 Number of peopletrained in good
management practices NA — new 129 TBD
Sub-IR 1.3 Number of peopletrainedin
marketing strategy NA - new 113 TBD
I.R. 1.2 Number of assisted enterprises that
implement amarketing strategy for their
products and/or services. NA 5 25 33
I.R. 2.1 Number of loans to assisted enterprises
from commercial banks. NA 12 16 24
I.R. 2.2 Number of loans to assisted enterprises
from non-bank sources. NA 7 26 29
I.R. 2.3 Value of loans to assisted enterprises
from commercial banks (in 000,000 L €k). NA 191.8 366.8 145.0
I.R. 2.4 Vaue of loansto assisted enterprises
from non-bank sources (in 000,000 L ek). NA 73 158.6 101.0
Employment Generation:
Indicator Quarter LOP Actual Life of Project
July — Sept. through Target
2005 Sept. 2005
Number of Employees of assisted enterprises | F913 F 1495 F 1,470
F- female, M- mde, T- total M 305 M 752 M 1,030
T1218 T 2,247 T 2500




Updated thisyear: Albidea, Bardhi, Meat Master, Rozafa Kaci, Abdua, Tona Co., Erba, Tealb, Gurra, Expres, Xherdo,
Pienvis, Pepa, E.H.W., Gulliver Travel, Villa, Amarilto, Hotel VVoskopoja, Hotel Vlora International, Hotel Tomorri,
Grabimeks, Hotel Mangalemi Tomi, Albes Turist, |ceberg Publicity, Hotel Mondial, Albatrading, I1slam Meat Center,
Magic Tours, Castle Park, Poseidon, SAM, Sh.P.K., Hotel Adriatik, Shkodra Travel, Elbashehu, Hodaj& Borel, and
Shkala.

New companies entering the database of assisted this quarter: Velezrit AK, Kampion, EN&ZY, Sgega, Hotel Oaz,
Hotel Adriatik, Shkodra Travel, Preval TA, Elbashehu, and Hodaj& Borel.

B. BUSINESSASSISTANCE ACTIVITIES

MEAT PROCESSING

Year 2 Highlights

In'Year 2 EDEM provided tailored assistance packages to eight mest processing
companiesin response to dient identified needs. This assstance included generd
management support and strategic planning, marketing and sales, human resources
management, production operations and quaity assurance systems, accounting and
finance. EDEM dso fadilitated severd trade information and business-to-business
activities, aswel astrainings benefiting 11 meat processing companies, two megat
associations and a machinery supplier.

Strategic management and planning support was offered to Meat Master, Tona Co,
Bardhi, and Rozafa Kaci by developing guiddines for their market growth dtrategies.
EDEM supported Bardhi’ s efforts to produce a comprehensive business plan and helped
present the plan to financid inditutions. By securing bank financing of $620,000, the
company managed to resolveits criticd financid state and undertake large factory and
technology investments.

EDEM collaborated with USAID’ s Livestock Services Center Project in assging Tona
Co on market launch activities for its new canned meat products. Similar marketing
assistance was provided to Meat Master in organizing promotiond activities to support its
high end dry meat products newly on sde in Tirana and Durres markets. Bardhi
Company and Rozafa Kaci were assisted during trade promotionsin Tirana and Durres.
Such activities vastly improved the market presence of these companies by scoring
additiond retail contacts and increasing salesin these new market areas. Tona Co,
Rozafa Kaci, Arani, Albidea and Meat Master devel oped, with assistance from EDEM,
new company promotiona materias such as posters, legfletsand TV programs.
Domestic market research and market contact information was provided to these
companies to support their sales growth.

Based on company requests, EDEM s assgting in designing new factory layoutsto
support Tona Co, Rozafa Kaci and Pienvis investments geared toward increasing their
respective production capacities. These additiona production facilities will dmost



double production capacities to support ongoing market expanson and help the
companies comply with internationd food safety standards.

Domestic and internationa trade show information, market research and market contacts
were shared with companies as part of EDEM’ s effort to promote increasesin company
sadles. EDEM provided business vigit assstance to amgjor Itaian ingredient supplier a
Rozafa Kaci and agroup of Kosovar poultry producers a Enzy hatching operation.
These visits respectively increased technology support for Rozafa Kaci and strengthened
busness links for Enzy ‘s efforts to export day-old chicks to Kosovo.

EDEM organized seminars and workshops for the meet industry to supply in-depth
information on Kosovo and Macedonia mesat products markets, tariff and non-tariff
barriersfor export. A technology workshop was facilitated in collaboration with
Multivac, a vacuum packaging supplier, to demondtrate its most advanced machinery. In
addition, individua company vistsfor Multivec were fadilitated. Six leading mest
processing companies attended a business-to-business meeting facilitated by EDEM to
introduce Euromax Supermarket to the Albanian food industry. Three of these
companies Sgned contractua agreements with Euromax to supply them with Albanian
produced meat products. EDEM ddlivered training modules on company management
skillsto two meat company leaders and help three companiesin the selection and
recruitment process for new marketing saff — the first time any of these firms employed a
full-time marketing person.

EDEM ishdping Meat Magter and Albidea to build quaity management systems that
will take them on the road to 1SO 9001 certifications. The companies progressed
sgnificantly during FY 05 in terms of developing qudity control regigtration, and are
expected to qudify for internationa certification early in FY 06.

The technical assstance provided by EDEM to these eight meat processing companies
contributed considerably to developing their business capability and competitiveness.
September 2005 company interim business performance indicators confirmtheir growing
success, agdefrom Bardhi’s sales drop of 10 % dueto its criticd financid difficulties,

the seven other meat processing companies reported saes increases varying from 5 to 50
% with atotal vdue of $1,874,500 in new sales. This sales boost was supported
$1,800,000 in new factory reconstruction and technology investments and by the creation
of 100 new jobs of which 48 femde employees. The average number of products per
company increased from 25 to 38 during this past year. Each meat processing company
entered from one to four new market areas and introduced 3 to 15 new modern style
business practices.

4™ Quarter Activities and Results

Industry Level Assistance

EDEM, in close collaboration with USAID’ s Participant Training Program, is organizing
a study tour to Poland for a group of leading meat processing companies to take place



early in FY06. The study tour will enable leading meet processing companies to get fird-
hand experience and obtain practicd information on the transformational steps of the
mest processing industry in adoption and implementation of EU regulations in food
quaity and safety and marketing principles.

Following review of three proposals from Hungary, Czech Republic and Poland, the
Poland Study Tour organized by Unilob was selected based on its focus on extensive
practicd learning. Detailed information on the study tour was provided to the meat
processing industry in early September and five leading companiesinduding KMY, Tona
Co, Meat Magter, Bardhi and Rozafa Kaci agreed to participate, which included
sgnificant cogt sharing of the study tour costs.

During the study tour, the Albanian mest processing companies will pay visitsto four
Polish meat processing companies, two large hypermarkets, vist the largest wholesdle
meet and ingredient market and mest with Polish association and government officias.

Firm Leved Assistance
Bardhi

A business plan, developed with EDEM assistance, supported Bardhi Company’s efforts
to secure a new credit line of $625,000. This new loan hel ped the company to pay off
outstanding factory rebuilding contracts, refinance an expengive debt to anew loan a half
the former interest rate, secure working capital to purchase bulk quantities of raw
materials at reduced prices, and order new vacuum packaging machines.

Albidea

EDEM assisted Albidea, a domestic pig and chicken producing company, to promote its
new brands of its fresh quality products, Porchidea (pork) and Cocodea (chicken).
Assistance was provided in organizing a strong promotiona campaign sarting with the
Miss Globe Internationd event in September and continuing with TV programs
scheduled to run through December. New company advertising materias are o under
development. A promotiond event at Albidea premises was organized to host Miss
Globe participants, company clients and partners. Highlights of the promotion were a
barbeque hosted Miss Globe participants and a specia Miss Nature award presented to
Miss Lithuaniaby Albidea' s president. EDEM supported Albidea s efforts by helping to
organize the barbeque and arranging widespread nationa and loca media coverage.

Obtaining an internationaly recognized 1SO 9001 quality management certification isa
primary god for Albidea. EDEM reviewed the established qudity registration system
and procedures required to be in place ranging from anima feeding to fina production.
Based on the review, recommendations were provided to Albideasuggesting a qudity
manua be devel oped that would cover and integrate the whole registration processin al
stages of product life. A quality management authority should be developed and EDEM
is strongly recommending that Albidea hire and train a person to be put in charge of
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qudity control. 1f Albideaimplements the recommendations, it will be positioned to
obtain 1SO 9001 certification in FY 06.

Meat Master

EDEM is asssting development of athree years business strategy featuring activities that
will increase sdes in domestic and export markets. Meat Magter’ s current priority isto
establish its brand as representing safe, quality products. Meat Master isworking
intengvely to build a quaity management system according to 1SO 9001 standards.
EDEM is regularly observing and providing recommendations during this process. The
company’ s marketing strategy incorporates activities undertaken to monitor the
customer’ s satisfaction as part of continuing quaity control.

Rozafa Kaci

Assged by its Itdianingredients supplier and EDEM, this past summer RozafaKaci
developed 5 new products to be made available mainly to fast foods, restaurants and
hotels. EDEM assisted in organizing two promationd activities for launching these
products to approximatey 100 existing and potentid dientsin the Vdipojaand Durres
beach areas. New promotional materias, banners, t-shirts and hats featuring the Rozafa
brand were produced, which dong with the new product introduction, vastly improved
the company’ s sdes in these markets.

Tona Co

After successtul launching its recently developed new canned meet and packaged meat
products, Tona Co is now working at full processing capacity. Itsimmediate need is to
build an additiond processing facility and to restructure its business operation to three
departments, respectively ham and salamis, canned meet and packaged meet. EDEM is
assising in developing afactory production layout to hogt dl production lines and
management activities and is providing advice on a new manegement and human
resource structure that will dlow Tona Co to more effectively manage its growth

Peawis

EDEM provided the Kucova-based Pienvis Company with supermarket contacts and
information in Fier. Lushnje, Berat and Vlora. After a successful 2004 summer sales
expansion in Durres, this summer the company organized a door-to-door promotiona
campaign and managed to gain additiona sdes throughout these regions. The annud
sdesincrease of closeto 20 % during the last two yearsis pushing the company to
rebuild and expand its processing plant. EDEM will assst Pienvisto design the new
processing facility and produce a new promotiona package during the coming year.
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Firm Level Assstance Summary

Company Town Technical Assistance Results

TONA CO | Korca - developing afactory Expected increased in
production layout production/sales
(ongaing)
- restructure the business
operdtion (ongoing)

MEAT Shkodra - developing athree year Sdesgrowth

MASTER business devel opment
strategy
- recommendation on
SO 9001

BARDHI Tirana - secure bank financing New plant investmentsnew

technology

ALBIDEA Durres - trade promotiona Improved branding/sdes
activities
- TV promotiona New marketing practices/sdes
programs
- Qudity management N ew management
assgance practice/sales

ROZAFA Shkodra - promotiona activity New sdes

KACI New markets

PIENVIS Kucova - supermarket contacts Sales growth
and informeation New markets
- new factory design Increased production capacity
(ongoing)

Year 2 Highlights

HERBS & SPICES

During Year 2, Albanian herb and spice companies condderably upgraded their overdl
bus nesses capabilities; they aso undertook and implemented anumber of new
initigtives As areault, the Albanian herb and spice industry is repositioning itsalf
towards more value adding (further processed and cleaned products), bio-certified
products, commercid cultivation, enhanced market knowledge and better promotion of
companies capacities. Businesses have aso increased their knowledge on regond and
internationa trends and the development of the herb and spice industry world wide. The
awareness generated is dlowing them to better orient the focus of their business towards
more redlistic and market driven production and processing targets. The processors and
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exporters aso undertook sgnificant initiatives to decrease production costs following
such practices as the commercid cultivation of herb and spices. Thefirmsthat EDEM is
actively asssting made gpproximately $100,000 in new investments dlowing them
expand the range of vaue added products offered including:

- new formulaions
organic
cultivated products and
further processed / higher qudity products

Asaresult of EDEM’ s assistance and the industry’ s activities, Albanian herb and spice
companies are becoming more diversified and competitive due to the range of the
products offered and quality improvements. Ongoing training and business initiatives
undertaken have led to an enhanced knowledge of the harvesting, processing and
cultivation network, which in turn contributes to the improvement of the overal industry.

During the past year, EDEM provide ass stance to the industry businesses through a
vaiety of activitiesinduding:

Global market research
Three market research efforts - Organicdly certified herba products, Qudity certified
herba products, and Value added products - were conducted and the findings presented
to the indudry. Findings and recommendations of the market research provided
businesses with the benefits of producing value added products thus encouraging industry
members to produce higher vaue products which in tern will contribute to the overall
industry growth and development. These market research efforts helped orient the
busi nesses toward product diversfication and increased quality.

Organic certification
With assstance from EDEM, two companies, ATC and Xherdo, were inspected for
compliance with organic certification principlesby Ska International. EDEM conducted
aseries of technicd trainings on organic collection and production principles that
involved about 50 harvesters, collectors and processors who served ATC and Xherdo
companies. EDEM fadilitated communication between the ingpection company and the
Albanian companies and provided guidance both pre- and post-ingpection in order to
facilitate the company’ s compliance efforts. The companies are expected to obtain bio-
certification in early FY06. EDEM dso facilitated the efforts of Elbashehu to obtain its
organic certification from Ceres.

Technology upgrade
EDEM has actively promoted technologica improvements among the Albanian herb and
spice companies. Asaresult three companies, Gurra, Tealb, and Pepa, have purchased
from regiona and domestic suppliers new deaning, packaging and support equipment as
part of their quality improvement efforts. Two other companies, Filipi and Tedlb, are
presently negatiating with a German cleaning equipment producing company for the
purchase of new production machinery.
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New product development
Twenty nine new products were developed by six companies asaresult of the findings of
EDEM'’ s globa market research and the recommendations of EDEM. They are as
follows

Company New Products Developed
ATC/ Durres Four Bio-certified products

One further processed — Rubbed Sage
XHERDO / Skrapar Three Bio-certified products

Five cultivated items

HODAJ & BOREL / Rrogozhine | Three new Lavender Sachets

TELAB / Tirana Two new teaformulation (Black and
Menthae)

PEPA / Durres Two packaged spices (Oregano and
Rosemary)

ALBOEM / Tirana Three ground products (Sage, Laure,
Rosemary)

Elbashehu / Elbasan Sx Bio-certified products

Training

Seventy people received at-Site educationd training and guidelines on Organic Principles,
technology upgrades, quality improvement, new product development and internationd
trade relations.

Cultivation activities
EDEM asssted two companies, Xherdo and Grabimex, in cultivating six mgor herb and
spice plants (Lavender, Sage, Oregano, Lemon Bam, Thyme and Rosemary) in two
different locations (Poligan and Gramsh). Both companies received ongoing technica
assistance in cultivation practices, systematic agricultura services, harvesting time and
techniques, and post- harvest handling. 1n the coming year, both companies intend to
expand the amount of land under cultivation, add additiond locations and increase the
number of species planted.

Green Week study tour
Nine Albanian herb and spice companies (ATC, Xherdo, Gurra, Teab, Selekt,
Elbashehu, Pepa, Erba, Flipi) participated in the Green Week Germany Study Tour
organized by USAID’s Participant Training Program. The design of the tour wasto
introduce the companies to the latest technological and product innovations, knowledge
on EU standards and legidation regarding product processing, packaging and labeling
requirements. The participants also visted equipment producing companies. As aresult
of the vigt two Albanian herb and spice companies, Filipi and Tedb, are negotiating the
purchase of cutting and deaning machinery. The companies were also exposed to the
opportunities smal market ssgments can offer, which has resulted in Xherdo starting to
directly export essentid oils to Hungary in smdl-9ze containers.
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Reqgional B2B
Eight Albanian herb and spice businesses (14 business representatives) participated in a
regiona herbs and spice B2B meeting in Macedonia. EDEM directly asssted the
businessesin developing promotiona materids, with their stand preparation and product
samples, and by supporting their communication with their counterparts from
participating countries. The event was a good market learning experience as it provided
detailed indghts into the structure, trends and developments of the indugtry in
neighboring countries, giving the Albanian businesses an opportunity to understand what
they need to do to increase their competitiveness capecity.

Promotion of business capacities
Ten Albanian herb and spice companies (ATC, Xherdo, Tedb, Pepa, Hodg and Bordl,
Elbashehu, Gurra, Selekt, Erba, Herba Fructus Naturor) were directly asssted by EDEM
through the development of promotiona materias (business cards, brochures, posters) as
important marketing tools for company’ simage, reputation and cagpabilities. Promotiona
materias facilitated direct communication between the Albanian herb and spice
businesses and interested foreign buyers who they met at regiond trade fairsand on the
study tour. EDEM assisted the participation of four Albanian companies a the “Balkan
Herbd Initigtive’ as ameansto fadilitaie export sales with internationa buyers.

Coordination with gover nment, donor and development projects
EDEM has been in continuous contact with governmental structures and interested
inditutions such as the Ministry of Food and Agriculture, Directorate General of Forests
and Pastures, Research Ingtitute of Forests and Pastures, Botanical Garden of Albania,
Organic Association of Albania and other donor/devel opment agenciesto provide
information that connects the private businesses with the programs of these organizations.

4™ Quarter Activities and Results

During the past Quarter, EDEM concentrated its efforts primarily on asssting industry
players increase their processing know-how and capacity through on-ste guidance on
quaity issues, technology upgrade and direct communication with equipment producing
companies. EDEM dso facilitated and followed up on the organic certification process
two industry businesses were completing. In addition, EDEM continued to provide
technica assistance on dl agriculturd services to be performed on commercia
cultivation activities undertaken by the companies. EDEM a so assisted interested
busi nesses on new product development (new formulations, proper labding and
packaging, and new market entry). Efforts on new trade links were made to foster direct
sades. Asareault, the Albanian herb and spice industry is undergoing consderable
changes reflected in:

- new formulationg/products devel oped

- organic products

- cultivated products and

- technology upgrades.
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EDEM continued to asss the industry to not only becoming more diversified with a
wider range of products, but also more competitive with further processed and higher
qudity products, and a higher educated network of harvesters, processors and exporters.
In addition, the industry is now providing income generation opportunities by engaging
local communitiesin cultivation activities.

Industry Development Assistance

Organic Certification
Two companies, ATC and Xherdo, were asssted by EDEM throughout the organic
ingpection and certification process. EDEM facilitated the communication between the
applying companies and the certifying body, Skd Intentiond. In addition, EDEM carried
out aseries of technica training seminars prior to the ingpections in different locations to
an audience of 50 harvesters, collectors and processors involved directly with the two
companies. EDEM aso provided on-site assistance during the inspection and followed
up on full compliance with Skd regulations for dl nornconformitiesidentified during the
ingpection service. Asaresult of EDEM’ s support, these companies are expected to
obtain the bio-certificate in early October. EDEM dso facilitated the organic
certification of Elbashehu.

EDEM continues to screen the interest of any herb and spice businesses interested to go
organic in the near future. Supporting the efforts, EDEM is continuing to research
markets to identify organic market segments for the bio-certified companies.

Commercial cultivation
Two herb and spice businesses, Xherdo and Grabimex, continued to receive technica
assistance on harvesting time, techniques and frequency, proper post-harvesting handling,
on-ste and warehousing techniques for the Six items they are cultivating (Sage, Mdissa,
Oregano, Lavender, Thyme and Rosemary). In addition, guidance on expanding their
cultivation efforts (items of interest include amount of land, land preparation and
schemes) was provided to the companies. EDEM has been approached by other herb and
Spice companies regarding cultivation activitiesin other regions of Albania.

Technology upgrade
Three herb and spice businesses, Gurra, Tealb and Pepa, were assgted in identifying
regiona and domestic suppliers of packaging and cleaning machinery they could
purchase to support their quality improvement processes. The three companies invested
about 40.000 Euro using the companies own returns. Two more companies, Filipi and
Tedb, are negotiating with a German producer on cleaning machinery.

New products devel opment
Twenty four new products were developed by six companies designated for both export
markets (organic, cultivated, aromatic sachets) and domestic markets (packaged teas and

Spices).

Hodg and Bord developed, with EDEM’ s assistance, three new aromatic sachets (new
design, fabric, tiesand hang tags). The new products were displayed at the New Y ork
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Gift Show in mid-summer. Pepa Company introduced packaged Rosemary products into
the domestic market, while Tealb devel oped two new tea formulaions, Mentha and Black
tea, which are very wdl received in the domestic market.

New market connections
Six companieswere asssted - ATC, Gurra, Xherdo, Hodaj and Borel, Pepa and
Elbashehu - with regard to identifying new trade links. Samples of aromatic sachets from
Hodg and Bord were displayed at one of the largest the exhibition in the US, the New
York Gift Show. Representatives from eight us retailers showed interest and EDEM is
following up for potential sales opportunities. Samples of Savory (Pepa) and Red clover
(Elbashehu) were sent for analysis to prospective US buyers. Results are pending upon
approva of representative samples.

EDEM continues to educate sdlersin Albania about the importance of responding
immediately and correctly to specific internationa inquires.

On going meetings with companies
EDEM regularly meets both on-ste and in the office with indudtry firms - ATC/Durres,
Xherdo/Skrapar, Tedb/Tirana, Gurra/Tepelena, Hodg) and Borel/Rrogozhing,
Pepa/Durres, Elbashehw/Elbasan, Agroherba/Mamurras, Rozafa/Shkodra,
Alboem/Tirana, Gavex/Tirana, Salekt/Saranda, Cico/Shkodra, and Grabimex/Gramsh —
providing them with information onissues related to organic certification, quaity
improvement, cultivation, and new product development. EDEM continued to answer
businesses needs regarding training and informeative materids like ASTA Manud and
machinery and product catalogues. EDEM, over a series of fidd vists, worked with
individua companiesto identify their mgjor needs and develop a plan of assstance to be
delivered in FY06. EDEM dso provided assistance with regard to market information
(market prices and trends).

Agricultural trade fair and workshop
EDEM facilitated industry participation in the 4" Agricultural Trade Fair and the
Workshop on the “ Sustainable Use and Production of Medicina and Aromatic Plants’;
both events took placein Montenegro. Five companies- ATC, Xherdo, Pepa, Rozafaand
Cupi —with 9 representatives participated. These activities hel ped the firms enhance
their knowledge on equi pment manufacturing companies, get exposure to the most recent
trends and developments in the region and create new trade links. Theworkshop, in
particular, increased the awareness of the Albanian businesses on the sustainable use and
production of organic herb and spice plants.

Industry Information deliverance
EDEM coordinated and provided information (database of herb and spice companies,
globa market research) to Albanian indtitutions interested in the herb and spice industry
such as the Directorate Generd of Forests and Pastures, Botanical Garden of Albania,
Research Indtitute of Forests and Pastures, Albanian Foreign Investment Promotion
Agency, and the Albanian Center for International Trade in order to enhance bilatera
knowledge and best serve industry needs.
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EDEM ds0 had discussions with the Albanian Association of Organic Farming regarding
cultivation expangon in remote areas with a direct benefit to locd communities.

EDEM met with the Rurd Agricultura Support Program providing them a complete
industry profile and asssting the Program design its scope of assistance for the coming
years.

EDEM drafted a one page introductory paper on the Albanian herb and spice industry
that was presented at the New Y ork Gift Show to introduce and attract herbal and organic
companies that have expressed interest to source products from Albania.

Firm Leve Assistance

- ATC
EDEM assised ATC in Bio-cetification fidd and facility ingpection service. EDEM
trained 25 harvesters and processors of the ATC network on organic principles. EDEM
provided guideines on cultivation issues (location, items of interest and gppropriate
schemes). Three ATC representatives participated in the 4th Agriculturd Trade Fair and
workshop on the * Sustainable Use and Production of Organic MAPS’, both events taking
place in Montenegro. EDEM is assgting the company in developing new market links
for sdes of its organic products and Rubbed sage.

XHERDO
EDEM assisted Xherdo in Bio-certification field and facility ingpection service and prior
to ingpection, provided on-Stetraining in organic principlesto 25 individuds of the
company’s harvesting and processing network.

Cultivation expangon guidelines (new layout, spacing, and suggested agricultura
services) were provided to the company. EDEM assisted Xherdo prepare a successful
grant proposal, worth $15,000, that will support the company’s cultivation efforts A
Xherdo representative participated in the 4th Agricultural Trade Fair and workshop on
the “ Sustainable Use and Production of Organic MAPS'.

Hodaj and Borél
EDEM asssted the company develop three new lavender sachets (new designs, fabric
and ties). With the assstance of EDEM, these new products were displayed at the New
Y ork Gift Show which generated favorable comments on the products. EDEM has held
extensve discussion on the company’s cultivation activities.

Gurra
EDEM hdd extensive discussions with the company on quality assurance and provided
information on deaning equipment, which resulted in Gurra' s purchased of anew 35,000
euro processing line.

EDEM continued to assist Gurrawith its exports of bulk Sage to US and Europe. EDEM

advised the company on the benefits of bio- cartification; the company is consdering
going organic in the coming year.
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Tealb
EDEM assisted the company in new product development, which resulted in the
introduction of two new products, packaged Black and Menthae tea. EDEM advised the
company on product qudity improvement that requires involvement of auxiliary
equipment.

EDEM a0 assisted the company, working in cooperation with Albaflor, in preparing a
grant proposa to UNDP. The grant, worth $21,000 has been approved in principal.

Elbashehu
EDEM continued to follow up on export opportunities of Red Clover to a prospective US
buyer.

Agroherbal
EDEM had intensive discussions with the company on qudity improvement and bio-
certification of the company’ s dried herb and spices. EDEM also supported the
company’s efforts to produce promotiond materials (company brochure) in order to
promote the company’ simagein internationa markets.

Rozafa Kaci
EDEM asssted the company by providing export prices of various items; as aresult, the
company will export 15 tons of Black Juniper to Italy beginning in October. EDEM is
assgting the company identify equipment supply sources to support processing of the
export products.

Firm Level Assistance Summary

Company Town Technical Assistance | Results
Albanian Durres | - Bio-certification - 4our Bio-certified herb and
Trading ingpection and spice products
Company certification procedures - 25 harvesters and processors
- training on organic trained
principles - three company representatives
- paticipation to trade participated
far/workshop -
Montenegro
- export of Rubbed Sage
to USA
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Xherdo Polican | - Bio-certification - three Bio- cartified essentid oils
ingpection and
certification procedures - 25 harvesters and processors
- training on organic trained
principles - cultivated products harvested for
- cultivtion of five herb fird time
and spices - cultivation-based essentid ails,
- new products developed fird time
- grant proposa developed | - grant issued worth of $15.000
- new market connections - potentid export of essentid oails
- participation to trade to UK
fairiworkshop -
Montenegro
Gurra Tepel- | - technology upgrade - equipment purchase - 35.000
ena | - qudity improvement euro
- new trade links - increased dleanliness of find
- Bio-cetification asvdue | products
adding
Hodg&Borel | Rrgogo- | - new product - three new sachets (designs,
Zzhina | development fabric and ties)
- Lavender Sachets - congdderation of cultivation
presented at New Y ork nearby
Gift Show
- cultivetion activities
Tedb Tirana | - technology upgrade - purchase of equipment; higher
- new products qudity products
development - two new formulations
- grant proposal concept introduced, Menthae and Black
development tea, domestic sales satisfactory
- grant presented to UNDP,
approved in principa; worth of
$21.000
Pepa Durres | - new products - packaged Rosemary
development - 2 company representatives
- participation to trade participated
far/workshop - - increased cleanliness of find
Montenegro packaged and bulk products
- quaity improvement
Elbashehu Elbasan | - Red clover samples sent - results pending
to US
Rozafa-K aci Shkodra | - ddiverance of price - export of 15 tons of Black
information Juniper to Itdy to Sart in
- participation to trade October
fair/workshop - - 2 company representatives
Montenegro participated
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Alboem Tirana | - Bio-cetification - Bio-certification to start end of
- export trangportation year
procedures - export to Croatiaworth 16.000
euro
Grabimex Gramsh | - cultivation and new - harvesting of four cultivated
expanson schemes herb and spice products
Agroherba Mamu- | - qudity improvement - higher qudity products
rras | - discussonson Bio- - congderation of Bio-
certification asvaue certification application
adding - congderation of production of
- company promotion company brochure

Out of country Technical Assstance

FFF Associates, an EDEM subcontractor working off Site, offered assistance in market
linkage and information for the Albanian herbs and spices processors and exporters. FFF
technical assstanceis covered by a scope of work developed in the previous Quarter.
During this Quarter, FFF Associates provided the following services to EDEM and the
Albanian herbs and spice indudtry:

International buyers and brokersagentsin the US, Turkey, Japan, and England
were gpproached to introduce Albanian herb and spice exporters' capacities and
screen thelr interest for potentid follow-up inquires.

Inquires were received (Red Clover/Elbashehu, Savory/Pepa, Sage/Gurra) and
samples were sent to interested buyers for approva. Red Clover sample was
satidfactory. A potentia shipment to the US-based Whole Herb Company is
pending the decison of the sdles manager on the quantity to be sold. Savory
missed the opportunity as the sample arrived late.

New crop Sage results are pending.

New crop saes of essentia oilswereidentified for follow up. A lengthy medting
in Washington D.C. has been followed up with continuous discussion with
BioSys, the latter was invited to vidt Albania to discuss the possbility of
pursuing joint venture opportunities.

Lavender sachets from Hodgj and Bordl were displayed at the New Y ork Gift
Show; they received favorable comments and severd buyers were identified for
further follow up (particularly two retailersin New Y ork).

Meseting with Frontier Natura Products Commodity Manager to discuss their
need for organic herbs. Pursuing the company to cregte supply reationships with
relevant Albanian exporters.

Followed up, viatdephone, with anumber of brokers/deders of regular qudity
Sage on the prices and qudity of Albanian Sage, according to which qudlity is
satisfactory, with gtill room in the market for a higher quaity/cleanliness product.
Through contactsin Turkey, an interest in one to two containers of Sage was
identified. Arrangements for samples to be sent directly to the potentia buyer
were made
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Worked closdly with contacts in Turkey on two potential additiond outlets for
Albanian herbs and spices. Thefirg was the specific inquiry for Albanian sageto
be reprocessed in Turkey for a specific buyer in Western Europe. Unfortunatdly,
the European buyer ultimatdly decided to stick with Turkish sage and not switch
varieties and sources of supply.

Opportunities for business development with a larger buyer in Japan, Kobayashi,
are explored; over time progressis possible.

Posshilities on organizing an in-ward trade mission were explored; a number of
interested traders and users were contacted to determine leve of interest injoining
such amisson.

A lig of internationa trade shows related to herbs and spices was compiled and
provided to EDEM to then identify the most gppropriate one for the industry
members to participate.

EDEM was asked to provide regular monthly reports on the new crop supply
gtuation

Liaison with EDEM on the development of the Year 3 Work Plan

Products adulteration, presented by EDEM, was consulted with the leading
independent testing laboratory for spicesto seeif there was some way in which
the degree of adulteration in some shipments of new crop sage could be identified,
controlled or diminated. The initid reportsindicated that this might be a difficult
task as it would require random sampling and testing of shipments either a the
point of shipping or on receipt in the US.

LEATHER GOODS AND FOOTWEAR

Year 2 Highlights

Although the Albanian footwear/leather sector is not a Sgnificant player in the worldwide
indudtry, it isamost important industry for Albania, ranking in thetop 5in both
employment and export earnings. Italy plays amgor role in the industry as owners,
partners, and customers. Increased costs and competition in the Italian footwear market
has benefited Albania. During the last year more production volume, aswell as
production of more items requiring higher technology in machinery and worker skill has
been moved to Albania

EDEM has been working (with ACIT) during the last year in addressing needs of firmsin
this sector. During this period, firms receiving the project’ s ass stance have shown
ggnificant growth in exports, domestic sales and employment compared with the year
before. For these firms exports grew 19% over the previous year, with women owned
enterprises registering higher growth rates. Domestic sales grew by 17% compared with
the year before. Employment grew by 7%, with women owned enterprises registering
higher growth.
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4™ Quarter Activities and Results

Industry Development Summary

While many companiesin Albania produce |egther dress and casual shoes and boots for
men, women, and children the evolving focus of alarge mgority of the Itdian customers
is the production of footwear and uppers amed at the work and safety business. These
include high technology footwear and footwear uppers containing features such as
waterproof membrane linings, burn resistant threads, attractive fabric/leather
combinations, and specidized drop and crush resstant toe and ankle protection. Albania
isanatura partner and supplier for these companies, several of which are located directly
across the Adriatic Seafrom Durres. Even with the previous reations, Albanian
companies and their capabilities are not well known in Italy. The project has taken steps
to address this and link the Albanian production companies to their most likely customers
in Italy and other neighboring countries

Industry Development Assistance

EDEM has continued to work with ACIT in increasing its knowledge of the sector and
help improve its effectiveness in deding with industry related opportunities/problems. In
directly addressing the industry’ s needs EDEM has carried out following tasks:

Identified potentia marketing opportunities for Albanian firmsin export markets
through sustained marketing/trade promotion efforts;

| dentified company specific and industry business problems and addressing
those viathe most appropriate means;

Increased the awareness of the international footwear community of
opportunities in Albania and the capabilities of specific Albanian companies
Increased the awareness of opportunities in domestic and regiona market for
Albanian footwear producers; and

Developed a strategy to assst companiesin identified business improvement
efforts. Strategy developed for local/regiona sales opportunities and project
asssted vialocal market survey, market research trip to Macedonia,
manufacturer/retailer roundtable, and locd trade fair.

EDEM’s externd marketing/trade promotion efforts included identification and contact
with buyersin nearest countries (Greece, Italy aswell asthe incluson of Albanian
companies in worldwide industry databases, resulting in numerous inquiries and
opportunities. 1dentifying markets in which Albanian companies have competitive
advantages (Middle East) and making initial contacts. Development of industry/company
gpecific press articles, favorable to Albania, and inclusion within worldwide trade press
to incresse outside knowledge and image of Albania as footwear exporting country.

EDEM has facilitated assistance in company specific sample/customer response efforts to

increase the rapidness and professondism of the effort. EDEM asssted severd firmsin
promptly responding to international customer’ s request for producing product samples
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and quoting price. Although the prospective buyer, alarge Spanish footwear producer,
hasn't yet selected any supplier this effort has opened the door for further dialog
regarding the firm moving part of their operation from Rumaniato Albania. Through this
effort EDEM was dso able to provide hands-on training to the firms in responding to
international bid requests.

Firm Level Assistance

EDEM’sfirm level assstance work includes: developing international market channds
for Albanian producers, facilitating linkages between specific Albanian companies and
foreign buyers, and assisting business owners implement management improvements. In
this effort EDEM has carried out following tasks:

Identified and assisted a high-quality footwear producer from Greece to enter into
ajoint venture with an Albanian footwear producer in Korga. This partnership
has the potentid to benefit both firms, creating about 50 new jobs for womenin
Albaniawhile increasing exports of footwear produced in Albaniato marketsin
Greece and beyond.

Trained firmsin improving effectiveness of their marketing efforts through use of
electronic product data sheets, web-based catalogs and e-mail campaigns,

Company | Town Technical Assistance Results

Angdo Korgca | Assg businessowners New business agreement with a Greek

Shoes develop and implemert footwear producer sgned. The
marketing plan for Greek firmis establishing factory in
increasing exports. Korcawith potentidly 50 new jobs

for women to be created. Will lead
to increased exports from Albania

MAS- Korca Train busnessownersin Knowledge gained in responding to
TORR promptly responding to potential Spanish export market
new businessinquiry with buyer’s price and sample request.
proper samples and
comptitive prices.
TOURISM

EDEM'’ s support to development of Albanid s tourism indudtry focuses on three major
functiond aress

Marketing and Promotion - increase sales, marketing and promotion efforts with a
resulting increase in employment opportunities,

Education and Training - providetraining in support of these efforts and towards
longer term business expansor; and

Government and Policy - facilitate a dial ogue between the private sector tourism
industry and the nationa and loca levels of government.
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Year 2 Highlights

Marketing and Promotion

Brochure stand - EDEM inddled atourig information brochure stand at Rinasairport in
May 2005 and has been digtributing an average of 340 pieces of information materia per
week from the Minigtry of Tourism and 80 businesses, municipdities and other tourism:
related organizations.

Marketing for hotels and travel agencies - EDEM has made it possible for smal and
medium-sized hotels to accept and immediately confirm internet room reservations.
Through the Web Reservations Internationd (WRI) syssem, EDEM hasregistered 17
hotels on the system.

a. The WRI booking engineis available on 3,000 websites, including Londy
Panet and Rough Guides, thus giving Albanian hotels free promotion via
these stes and adding more “fingers’ into the internationd tourism
market.

b. EDEM aranged for Magic Toursto register asthe first Albanian affiliate
of Web Reservations International.

In collaboration with BKT Bank, EDEM arranged for 55 hotels and travel agenciesto
exhibit & Albaniatravel promotiona eventsin Skopje and Pristina.

Improved Tourism Information - With the Inter Municipa Tourism Committee (ITMC),
EDEM has circulated formsto 10 key tourism communitiesto “map” al tourism assetsin
the country. Theinformation from these efforts will be made available to websites and
publishers for promating the attractions and facilities of Albanian tourism.

The Turizmi Shqiptar yahoo user group grew by over 500% in a year from 50 usersto
over 200.

Greetings from Albania - The Greetings from Albania postcard campaign was launched
a the beginning of FY 05 and attracted over 350 postcards from Over 300 youths from
throughout Albania. The campaign was re-launched for a second annua round in June,
2005 and was attracting cards from throughout the country at the time of writing. The
Greetings campaign received internationd press coverage through the USAID
publication Frontlines, Seeurope.net, and e- turboNews; the latter is circulated to over
200,000 travel professonasin 232 countries.

Media - Two media tours were organized involving 10 journaists from five countries,
which resulted in at least eight articles published in the travel section of the Reading

Eagle, Die Zeit (Germany), e turbo news, South East European Times, Bell’ Europa
(Italy), Naturschutzblaetter (Berlin), and Tourism World (Belgrade). The articles reached
an audience of at least 500,000 readers and listenersin key generating markets of Italy,
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Germany and the United Kingdom among others. Die Welt and e turbo each have
circulations of over 200,000.

One mediatour was organized at the end of FY 04 which resulted in 4 articles published
in Guida Viaggi in Itay, Travel Quotidiano in Itdy, Start Magazine in Sargevo, and
South East Europe Times— which later was published in E-turbo news.

EDEM'’ s tourism activities were covered by al mgor print and broadcast mediain
Albania-6 TV Stationsincluding Top Channd, TV Koha, Today 7 (loca Pogradec
gation), Amantia( loca Vloragation), Ignatia( loca Elbasan gtation), and TV
Kombi(loca Fier gation) and in 5 newspapers and magazines induding Biznes, Tirana
Times, Tirana Observer, Shekulli, and Monitor.

Education and Training

EDEM conducted eight workshops for over 35 tourism businesses and organizationsin
the areas of product development, customer service, technology, association
development, and hotel marketing online.

A Product Development workshop contributed to the development of itinerariesin the
Berat region, which are now being offered to visitors.

Hotd marketing training resulted in 17 hotels becoming available and bookable online
for immediate confirmed bookings for thefirg time. By in mid- September four hotels
had received 10 bookings.

In Shkodra, eight university tourism students were introduced to internet travel Sites,
bookings and how to sign up hotels for the WRI system.

EDEM worked with Albanian Tour Operators Union (ATOU) and the Albanian Hotels
Asociation (AHA) to help them find ways to improve as associations. These include
working with them on the following needs: advocacy with the Government, tour guide
training, front office service, busness management, and cooperation for marketing.

EDEM conducted a Roundtable with the three main travel associations and they agreed to
sgn a Memorandum of Understanding to cooperate and work together on advocacy,
marketing and promotion and joint training sessons.

EDEM helped launched a new Tourism Association for Voskopoja to better manage
tourism growth in the region.

In associaion with USAID’ s Participant Training Program, EDEM introduced 12
Albanian travel professonasto ITB in Berlin, the world' s largest travel trade fair.

Severd of the professionals made new business contacts and learned about other ways to
present their products and services.
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Government and Policy

EDEM provided comprehensive information to the Minisiry of Tourism for the
improvement of the country’s participation in travel trade fairs, best practiceson
Sructures and strategies of nationd tourism organizations in other countries, and ways to
work with the World Tourism Organization for the benefit of Albanian tourism.

EDEM provided extensve advice to the members of ATOU and AHA for the
improvement of communicating with Government. Following the Round Table mesting
with associations on August 31%, EDEM agreed to assist the associations with
development of position papers on key issues. These issues would be prioritized based
on aquestionnaire that EDEM was digtributing via the associations and directly to the
industry throughout Albania

Through the IMTC, EDEM began anationd inititive to collect extensve locd leve
information for a detailed database about whet is available in Albanian tourism. The
database includes attractions, lodging, restaurants, transportation, and stakeholders.

EDEM participated in four IMTC mesetings and asssted with providing information and
guidance to the Peace Corps volunteers and their municipa counterparts.

4™ Quarter Activities and Results

Marketing and Promotion

Brochure stand - EDEM is maintaining the airport tourist information brochure stand by
collecting brochures from municipdities and businesses from throughout Albania and
stocking the stland. A trandfer of management of the stand to the new Ministry of Culture
and Tourism has been discussed with Genc Metohu from the Ministry, but as of early
September, it was dill premature to consider this. The Minigry was ill in trangtion.

An easer trandtion might be arranged with the associations and/or the Tirana Airport
Partners. Thistopic was discussed in detal in aroundtable meeting with the three main
tourism associations of ATOU, Albanian Association of Travel Agents and the AH.
None of these organizations, though, is equipped to manage the brochure stand.

Marketing for hotels - Following the third quarter introduction of the WRI system to the
IMTC, individua Peace Corp volunteers and hotels, by the beginning of the fourth
quarter, there were 10 hotels online and ble for reservations through the WRI
system. Workshops were organized to add hotels to the system. During a September 5"
workshop, for example, five more hotels were registered for the system.

EDEM met with IDRA and the owner of Albania-hotel.com and atravel portal website
caled Albania Holidays and encouraged both to continue enabling the Albanian travel
industry to expand their internet market presence,
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EDEM arranged for Magic Tours to register as an affiliate of WRI. Thefirmwill join
over 3,000 other WRI &ffiliates around the world and become the firgt efiliatein
Albania

| mproved Tourism Information — The tourism asset mapping process begun with the
IMTC and was further spread in this past quarter to most of the main municipdities with
an interest in tourism. EDEM conducted a series of local meetings to expand the process.
The processis resulting in the creation of a comprehensive and standardized database of
local and regional accommodations, restaurants, attractions, events and transportation
options. It isenvisoned that this database could then be used by trave information
portals, guidebooks and other sources of information for Albania.

The Turizmi Shajiptar yahoo user group continued to add members and grow as an
educationa and networking resource for the Albanian tourism industry. Inthis quarter,
the group increased membership to 184 stakeholders induding the 40 plus members of
ATOU.

EDEM began working with Orjeta Glozhani, tourism coordinator for the Prefecture of
Korca towards the development of a tourism website for Korca.

Greetings from Albania re-launch - The Greetings from Albania postcard campaign was
re-launched for a second annua round. A meeting was arranged with UNICEF Albania
to discuss cooperation with the campaign. Other uses may include posters, greeting

cards, cdendars, licensang of imagesto travel suppliers, etc. Increased use of the website
for exhibiting theimagesis being pursued. During this quarter, the campaign received
internationd press coverage through the USAID publication Frontlines, Seeurope.net,

and e- turboNews. Asof early September, over 50 images had been received.

Media - A media tour was organized from July 15™-17" as an extension to asimilar trip
that was organized with the Macedonia Competitiveness Activity. Fivejourndists
participated:

1. Marco Moretti — Fredlance - Itdy

2. Christopher Portway- Travel Correspondent - UK

3. Tony Kdly - Fredance - UK

4. Sophie Barta— Photographer - UK

5. Liljana Rebronja—Editor, Tourist world - Serbia

Theitinerary included Elbasan, Berat, Korca, Voskopoja, Pogradec and Lin. By early
September, Moretti, Barta and Rebronja had completed and published articles. Articles
were expected from the other journalists before the end of 2005.

EDEM'’ s tourism consultant arranged for Top Channd Economics reporter Matilda Duri
to meet with counterparts at the Nationd Geographic Channdl. The EDEM consultant
was interviewed by Koha Televison, Biznes Newspaper, Today 7 (local Pogradec
dtation).
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Additiond coverage of EDEM tourism activities gppeared in Monitor, Biznes, Today 7
televison, Amantia (televison in Vlora), Ignatia (Elbasan), and TV Kombi (Fer), Tirana
Times, Shekulli and Tirana Observer.

Education and Training

Individual mesetings were conducted with the ATOU and the AHA for the purpose of
completing a needs assessment and to counsd the groups on how to improve member
sarvices. EDEM helped ATOU focus on the following needs: advocacy with the
government, tour guide training, front office service, business management, and
cooperation for marketing. EDEM helped AHA focus on the following needs. advocacy
with the government, front desk service, business management, and cooperation for
marketing, especidly online marketing.

EDEM conducted a roundtable for the 3 mgor travel related associations that
accompllshed the following:
all agreed to an MOU for cooperation on mutua interests,;
promotion of Albanian Tourism - web pages for associations, porta, brochure
stands;
cooperation on internationa tourism fairs;
cooperation on joint training activities and study tours, and
cooperaion with digtribution of aquestionnaire for prioritizing issues of mutua
concern.

In a roundtable meeting with stakeholdersin V oskopoja, EDEM worked with participants
on identifying key issues and establishing a new tourism association to guide locdl
tourism developmen.

Advised the president of the Association of Agrotourism for Korca (Region) on
improvement of the association, especialy services and training for members and
cooperation among stakeholders in the region.

EDEM conducted a roundtable meseting in Shkodrawith stakeholders for the purpose of
generating stronger public- private sector cooperation towards more effective tourism
development and marketing. With a steedy flow of day vigitors this past summer from
Montenegro resorts in Budva, Shkodra has a considerable amount of untapped tourism
potentid.

The Shkodra internship program was re-energized with eght university tourism students.
A workshop was organized at an internet café in Shkodra to introduce the students to the
online booking system for hotels so that they can then assist area hotedswith marketing
themsdves online.

Based on an agreement with Tirana University’ s Tourism and Marketing Faculty, EDEM
helped organize an internship program for up to 15 students to work part time with locad
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travel businesses for one month, free of charge. Two students were hired on a part time
bad's during the summer and one full time.

Hotd marketing training resulted in 17 hotels becoming available and bookable online
for immediate confirmed bookings for thefirg time. By in mid-September, four hotels
had received 10 bookings.

Gover nment and Policy

EDEM met with Minidry of Tourism’s Nationa Tourism Organization to discuss the
future of the Minigry in the new Government. Inearly September, anew Minister of
Culture and Tourism had just been gppointed. EDEM continued to offer assstancein
areas of:
0 aworkshop on best practicesin travel trade fairs;
0 assstance with best practices on structures and strategies of nationa tourism
organizationsin other countries; and
0 waystowork with the World Tourism Organization for the benefit of
Albanian tourism.

EDEM met with the heads of ATOU and AHA to discuss.
o maximizether effectivenessin lobbying the government on issues by
collaborating;
o improved relations between the private sector and government;
0 preparaion and digtribution of aquestionnaire to identify and prioritize
critical issues and help determine future association lobbying; and

Through the IMTC, EDEM isdigtributing a set of 11 formsfor creating a detailed
database about what is available in Albanian tourism.  The formsinclude attractions,
lodging, restaurants, transportation, and stakeholders. To the extent possible, municipa
governments are being asked to take the lead in completing the forms.

EDEM'’ s tourism consultant asssted the vigit of the State Department-sponsored
Albanian delegation of mayors with arranging meetings at Nationa Geographic and the
World Bank. He dso ddivered the keynote address to the group upon their arriva in
Washington, DC.

Following a Round Table meeting with the three major travel associations on August 31%,
EDEM agreed to assist the associations with development of position papers on key
issues. These issueswould be prioritized based on a questionnaire that EDEM was
digtributing via the associations and directly to the industry throughout Albania.
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INDUSTRY DEMONSTRATION COMPANIES

While EDEM is continuing efforts to provide development support to indudriesinitialy
identified as‘ clusters and to individual companiesin those indudtries, appropriate firms
from other industry sectors are being identified and provided with hand’ s-on firm level
assstance aswel. EDEM’s drategy in the sdlection of acompany outside the cluster
indudriesisthat the assstlance to the company will impact not only thet firm itself, but
aso be gpplicable to other firmsin the same or related indudtries. By providing
assgance to individud industry-leading firms, these firms will be able to demondrate
growth posshilities to additiond firmsin the industry. As different companies mature,
the industry will have the possibility to work more closely with support and service
organizations. Over time, this network of core industry firms, led by the EDEM -assisted
firm, along with its support network may evolve into afunctioning cluster arrangement.

Companies to which EDEM has been providing assstance include:
1 Posaidon, Lezha

The long term vision and objective of EDEM’ s assstance to this company is that it can
form the basis for the re-development of Albania s hard pressed fish processing industry.
The main focus has been to assst the company to expand its operation to include
processing and canning of sardines and to secure the raw materid (sated anchovies) for
the current canned anchovies production from Albanian waters and Albanian fishermen.
Currently, the firm imports dl its sdted anchovies from Greece, Itdy and Crodtia
EDEM'’s activities have focused on obtaining offers for new and used production
equipment in the form of a complete canning line and refrigeration equipment. In
addition negotiations have started with owners of fishing vessals capable of localy
securing raw materia. After having obtained offers from severa suppliersfor
refrigeration equipment, a complete canning line and other supplementd equipment. plus
having started negotiations with the fishing vessal owners, the Poseidon management
concluded that the company was not ready at this time to make the financid investment
and management commitment required to bring the projected sardine canning line to
fruition. EDEM has therefore sugpended its assistance in terms of the planned sardine
production plant until such time when the Poseidon management informs us thet they will
be willing to make the necessary financid invesment and management commitments.

In October EDEM assisted Poseidon by making contacts with several wholesders and
digtributors in Macedoniawith aninterest to market Poseidon’ s existing productsin
Macedonia. At least one potentid distributor is expected to express aninterest by mid
December.

Until recently al of Poseidon’s products were exported to Italy. Inthe past quarter
EDEM has dso asssted Posaidon in introducing its product linesto retail stores and
restaurants in Albania. The products are now being sold in severd stores and
supermarkets, including the new Euromax supermarket.
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2. Quality Lines, Quality Marine Management, Durres

During the year EDEM provided assistance to this operator of the fast ferries between
Durres and Bari, Itdy both in terms of its change of srategy and a change of bank
relations. Aninitid contact was made to a potentid partner to develop an Albanian inter-
coadta service, providing much needed support to the tourism industry. However
following a difficult winter season with many cancelations due to difficult weather
conditions, the operator started looking for alarger vessdl with car carrying capacity and
also better characteristics to handle adverse westher conditions. The operator was unable
to reach a ded with the owners of the new vessd and obtain financing to employ alarger
car carrying ferry. The decision was made to close the operation. It isdill uncertain if

the service will be reopened.

3. SAM, Tirana

EDEM successfully assisted the company in securing financing to procure new
equipment, which was ingrumenta in fulfilling a new contract with a French clothing
chain. The company recaived financing of EUR 22,000, which alowed it to purchase
new textile printer equipment. As aresult, the company was able to conclude the
contract with the French clothing company and increase its annua sales by an expected
EUR 190,000, a 50% increase over its current sales levdl.

4, Amarilto, Lezha

EDEM assisted this fruit/vegetable processng firm in introducing food safety measures,
edtablishing a testing facility at the plant and improving its packaging with better labels
and digtribution.

During the last year Amarilto continued the production of pickled vegetables, fruit jams
and compotes. EDEM facilitated the review of process technology and layout of the
plant by afood technology expert fromthe Directorate of Agriculture and Food of
Tirana. Asareault of the vigt ashort write up with recommendations and changesto be
made in the factory was prepared. EDEM is asssting Amarilto to put in practice the
changes so to assure proper food safety standards. Company management was aso
assisted by EDEM in developing appropriate labdls for two products and making
connections with domestic suppliers of raw materias.

5. VILA, Malig

During the lagt year VILA hired an experienced mushroom farmer from Serbia,
conducted an unsuccessful tria in growing white button mushroom (Agaricus bisporus)
and findly harvested and began sdes of itsfirgt crop of fresh mushrooms. EDEM has
continued to work with the firm in resolving various issues related with compost,
production, packaging and distribution. EDEM has also assisted VILA’sowner in
successfully negotiating with a Tirana bank the restructuring of an exigting loan to hep
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ease pressure on the firm’s current cash flow. EDEM introduced the company to a
mushroom growing company in Macedonia, which has agreed to supply raw materid.

With key production issues addressed, the firm’ s attention has shifted to sdes and its
distribution network. EDEM isassgting VILA in researching Tirana markets,
identifying sales channels and introducing its fresh and preserved mushrooms to key
inditutiond buyersin Tirana. Through this effort the firm has begun supplying to
EUROMAX, the newly opened supermarket in Tirana. At present itisVILA’skey
customer. The firm has equipped an additiona growing (dark) room with hesting and
ventilation equipment.

6. Velezerit A& K, Divjaka, Lesha

This company, established in 1994, is one of the leading consolidetorsin Albania
engaged in the export of fresh fruits and vegetables. In addition to the distribution of
fresh fruits and vegetables to supermarkets and retall outletsin Albania, the company has
successfully exported its products to the Netherlands (mainly cauliflower) and has dso
garted to gain afoothold in the UK market by exporting watermelons and cantal oupe.
The company is cooperating with more than two hundred farmersin the Divjaka area,
and has more than 50 ha of its own land, which is mainly used for growing cauliflower.

The company isin the process of finishing the congtruction of a modern cool storage
facility, which will increase and improve its export capabilities. EDEM has asssted the
company to obtain a EUR 150,000 loan to complete the congtruction of this facility and
aso provide working capita for the coming export season.

Themain focus of EDEM’ s assistance to this company has been to expand the market
coverage of the company. To thisend, the company was introduced to the management
of the new Euromax supermarket in Tirana, and has become the supermarket’smain
supplier of locdly produced fresh fruits and vegetables. It should aso be noted that
Vdlerezit VK aso secured an agreement to supply fresh mest to this store.

EDEM introduced the company to two maor Norwegian importers of fruits and
vegetables, i.e. Hoff Industrier, amajor processor of potato products and Interfrukt, a
magor importer of fruits and vegetables.

EDEM fadlitated the shipment of a sample batch of potatoes to Hoff Industrier, which
was tested at its laboratory. The tests came out very postive resulting in Hoff requesting
an offer for baking potatoes. This offer is currently being evauated by the management
of Hoff Indudtrier.

In September, two Interfrukt key executives visted Albania on the invitation of EDEM to
explore the possibilities of introducing fresh fruits and vegetables from Vdlerezit A& K

to the Norwegian market. The representatives expressed satisfaction with the level of
professonaism that they saw interms of the fruit and vegetable production system
organized by Vdleezit A&K. Given that Albanian producers can meet the exacting
standards required and be competitive in terms of price, of which the cost of the logistics
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chain will be an important factor, the Interfrukt representatives expressed interest in
testing Albanian fruits and vegetables in the Norwegian market. Interfrukt has requested
an offer for deivery of products, and thefirdt trid shipment of cauliflowers and potatoes
are expected to be shipped to Norway in December.

7. Shkalla, Tirana

Shkdlaisthe only Albanian producer of organic olive ail, having received organic
certification from an internationaly recognized organic certification organization based

in Switzerland. Using technica assstance from SBCA and other internationa
organizations, this woman-owned and operated company has acquired and operates with
state- of-the-art equipment from Itay to produce high grade olive ail for human
consumption.

Currently the main activity in addition to the production of organic olive ail is contract
pressing for loca farmers and production of olive oil for sale in the domestic market.
The organic olive ail is produced for and exported to a mgor chain of health food stores
in Switzerland. Potentid exists for export to the EU and possibly aso to other export
markets.

The company has made mgjor investments in expanding its production capacity and
upgrading its equipment, and thusit has the capacity to expand its market coverage both
in the Albanian and in international markets. Low utilization of the equipment and
increased processing capacity at local competitors will require the owner of the company
to market the product on new markets. The main focus of EDEM’ s engagement with this
company isto assist in finding other export market opportunities both for organic and
conventiond olive ail, and thus ensure that the company can utilize its increased

production capacity.
8. Eri Trans, Marikaj, Tirana

EDEM is assgting this company in identifying potentid suppliersfor its planned
acquisition of new and used transportation equipments (i.e. trucks and trailers) and al'so to
evauate new market opportunities for its services.

9. Other companies.

Initial contacts have been made with companies engaged in the congtruction, wood
processing and furniture, and the fruts and vegetable industries. The initid contacts have
been made for the purpose of evauating these indudtries and individual companies within
these indudtries as having potentid to form the basis or core for indugtries, which
potentidly could benefit from gpplication of a cluster-based ass stance effort.



C. SME DEVELOPMENT
(Principle EDEM SME development activities not addressed elsewhere.)

Year 2 Highlights

Theman god of EDEM’ straining activitiesisto prepare a corps of professond trainers
with the requisite professiond skills to prepare themsalves to take advantage of market
opportunities that will arise in the future, when Albanian private busness managers and
owners are ready and willing to pay for such services.

To thisend the key focus of EDEM’ s training activities has been to develop loca
professonds that will be provided with both skillsin terms of the subject matter, but dso
interms of skillsto function as effective trainers. All training activities have therefore
included a“training of trainer” (TOT) activity in addition to the training in the subject
matter (e.g. management, marketing, accounting, tourism tour guiding, etc.). Inthis
regard EDEM has focused on the development of professionas with the requisite skillsin
their respective professions to teach them to become effective trainers capable of
delivering training courses and perform management consulting services to the SME
business community. Some of these individuals are associated with a Business Service
Provider (BSP) or a company, while others are working as independent consultants.
EDEM’s main god is not necessarily to create sustainable BSPs, but to develop
individud trainers and consultants with sustainable skills that can be marketed to
companies. Since an organized BSP can be an effective vehicle to market and coordinate
training and management consulting activities, EDEM has encouraged the individua
trainers recaiving training from EDEM to associate with existing BSPs or organize new
ones to market and coordinate their services. EDEM considers the trainers, who are
being trained in the training programs and the BSPs, with which they are associated, as
drategic partners to ensure the sustainability of the training activities EDEM conducts.

In addition to its activitiesin traning EDEM’ s SME Development efforts include
providing management consulting type services to client companies asssted by EDEM
with emphasis on finding financing solutions.

The highlights of activities and results achieved in first part of Year 2 indude:

BSPs and Trainers as Strategic Partners - In addition to severd independent consultants,
EDEM is actively working with four Business Service Providers (BSP), dl of whom have
had key representatives participate in EDEM’s TOT training programs. These BSPs are
CIVET, EPTA, RDA (Tirana), and Quality & Standards Association. EDEM will

continue its efforts to devel op the capabilities of Albanian BSPs and will expand efforts

to include BSPs from throughout the country. Inlinewith EDEM’ s focus on BSPs as
grategic partners, EDEM has started preparing company profiles for the BSPs that are
cooperating with the project and monitoring their resuts.
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Leadership Training for partner BSPs and Trainers - Responding to a need expressed by
many busnesses, EDEM initiated atraining program in business leadership for industry
leaders and business service provider leaders. Effective leadership is widely recognized
as key to the success of businesses and their ability to become and remain competitivein
the ever chdlenging market place. To supply this much needed knowledge and Kill,
EDEM developed a Leadership Training pilot modd. EDEM began the program with a
four day demondtration in October with the Leadership Training Module (LTM) givento
12 representatives from loca BSPs, ownersmanagers from EDEM assisted firms, and
individual management consultants. From this group seven persons were invited to
attend an intengve training course in December on how to ddliver the LTM course to
company management team members and to be qudified as members of a Leadership
Training Team. This Leadership Training Team is considered the core members of a
resource group to conduct on-going leadership training seminars for Albanian business
managers throughout the country.

Leadership Training delivered by partner BSPs and Trainers - Thefirs leadership
training was given by trainers trained by EDEM on February 8 tol1l. Representatives
from 12 companies representing awide variety of industries participated in the training.
Severd of the participants, who were owners and top managers of privately owned
companies, were o impressed with the training that they started to make arrangements
for the participation of their saff in subsequent seminars or for the seminar to be given
gpecificdly to their employees.

TOT in Management Skills and Human Resour ces Management - Following the mode
successfully used to develop agroup of BSPs capable of ddivering effective Leadership
training; EDEM undertook an effort to train these BSPs and othersin the practice of
Human Resources Management. A TOT course in Management Skills and Human
Resources Management was conducted from June 20 to 23. The purpose of thistraining
was to develop skillsfor human resources management leading to improved performance
and profitability of businesses. The 13 individuals that participated in the training sesson
are able to assst managers, business leaders, and supervisors of employeesin large,
medium and smdl businesses devel op skills for human resources management leading to
improved performance and profitability of businesses. The training program was
designed to combine the theoretica business management concepts with practical cases
from the redlity of doing businessin Albanian business environment.

Business Ethics Training of Trainers - The busness ethics training program was
developed by EDEM’ slocal subcontractor, IDRA, and was delivered inaTOT training
seminar held from April 25 to 27. The participants were potentid trainers from BSPs,
Chambers of Commerce and business associations. Trainers were endbled to train
owners, managers and employees of business enterprises in addition to government
representatives on al levels on the subject of business ethics as a management discipline.
Thetraining program was designed to combine the theoretica business ethics concepts
with practica cases from the redlity of doing businessin the Albanian business
environmen.
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Banking and Communication Wor kshops - Responding to two separate needs identified
by many businesses for information on how to ded with banks and how to effectively
develop promotiona campaigns, EDEM developed a Banking & Communication
workshop modd. In November and December workshops were held in Vlora, and Korca.
The am of these workshops wasto give an overview of SME lending indtitutions and the
sarvices they are offer, bank requirements for SME lending, including documentation,

and to provide an introduction on communication issues, how to build a PR office, and

the importance, advertisng, media  The workshops were vauable tools to introduce the
EDEM project in the regions of the country outsde the immediate Tirana area

Assistance in Financing of SMEs— EDEM has established postive contacts with dl
mgor banks, financid ingitutions and micro credit lenders providing financing to the
SME sector and has assisted severd of client firmsin obtaining financing & favorable
terms. EDEM assigted the USAID Misson inits efforts to introduce a DCA bank
guaranteefacility

Assistance to Association - EDEM assisted the NGO Education and Promotion of
Tourism in Albania (EPTA) to obtain funds from the Soros Foundation to provide
training courses to the tourism industry. The funding amounted to $7,000, while the total
budget for the training was $13,000.

4™ Quarter Activities and Results

In the past quarter the activities were focused on the following:

TOT in Effective Management Skills — The purpose of thisthree day training of trainers
course was to develop skills for human resources management leading to improved
performance and profitability of businesses. Participants were individua consultants and
trainers and representatives of partner BSPs..

Accounting Training — EDEM has begun discussions with potentia partnersto design
and dliver training coursesin accounting and financid management based on
Internationd Accounting Standards (IAS), the implementation of which in Albaniawill

be a requirement for the business community as of January 1, 2006. Theam of the
training coursesisto respond to a growing need and demand for training from accounting
professonas and the managers/owners of SMEs in the light of upcoming changesto
implement accounting standards in accordance with |AS. The objectives of thesetraining
courses are asfollows

Totrain locd professionds (i.e. accounting experts and certified accountants)
drawn from the membership rolls of the professona accounting ingditutions (i.e.
IEKA, LPKM, and SHFKSH) on the new nationd accounting standards
goplicable for financid statements starting from January 1, 2006.

To train financia managers and accountants of businesseson IAS and how to
prepare financia statements based on these standards.
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To train non-financid managers on how to read financid statements and how to
use accounting informeation in the decison-making process and thus make more
informed and better decisons.

The program will include preparation of the training module, training of trainers and also
training the businesses and managers.

BSP Seminar - On September 7 and 8 EDEM organized a BSP Seminar to assst Sart-up
BSPsin the formation and developmert of their businesses by preparing them to confront
the difficult issues of sructuring, partnering, develop a clear set of intentions, values and
avigon for what to offer. Sixteen participants took part in this event.

Assistance to Partnersin Establishing BSPs - EDEM has provided advice and assistance
to individud trainers having participated in EDEM training activities on how to establish

their own BSPs. EDEM has worked with four individuds interested in establishing

BSPs.

Expand the Pool of Trainers and BSPs — To ensure that there will be aaufficiently large
pool of trainers available to assure continuity and sustainability of the training programs,
EDEM has worked to identify potentia candidate BSPs and individud trainersto recruit
and train them in modern training techniques and aso to provide them assstance to
operate their businesses either as BSPs or as independent consultants/trainers..

In the coming year it is expected that this group of BSPs and individud trainers, in close
cooperation with EDEM, will start to conduct Business Management, Leadership, Human
Resource Management and Business Ethics seminars and training courses in addition to
the new training courses to be developed in the coming year (e.g. accounting and

financid management and slesmarketing) to interested businessesin dl parts of

Albania The pool of trainers from BSPs and those acting as independent
consultants/trainers will aso be expanded.

D. MARKETING
Year 2 Highlights

(Principa EDEM marketing activities not addressed e sawhere)

Marketing assistance provided by EDEM addresses specific needs of firms aswell as
those of indudtriesin generd. Firm leve assistance in marketing has been included in
other sections of thisreport. Following isalig of activitiesthat targeted in asssting
groups of firmsin expanding their busnesses in the local as wdll as export markets:

Identifying potential export capabilities of firms and other key export services
providers.

38



The project has evauated the present production capabilities of growersin the Lushnja—
Divijakaregion including potential consolidetion facilities. Through follow-on didlogs
one cagpable firm (Vélezérit AK) has emerged in meseting export sandards and
consolidation requirements. Two road transportation and freight forwarding firms (Eri
Trans and Jon Euro Trans) have aso been identified as capable of providing cost
effective and reliable trucking and customs clearance services for export/import trades.

Assgting groups of firms expand distribution through EUROMAX, the first
supermarket in Albania

EDEM hasintroduced severd firms (processed mest, fresh vegetables, and fresh
mushrooms) to the management of EUROMAX through a buyer/sdller conference held at
the firm’s main officesin Tirana. The project has conducted guided tour of production
fadlities of firmsin Korcain order to facilitate EUROMA X’ s senior manager observe
and evaluae these firms potentia to supply products under strict pecifications and
delivery requirements.

Based on the interest generated EDEM facilitated follow-up meetings between
EUROMAX’s buyers and severd producers and processors of fresh fruit and vegetables,
eg. Vdlezérit A&K, Vilash.p.k. Amarilto, Federation of Myzegeia Farmers, Producer
Association Darda, and severd meat companies. EDEM assigted thesefirmsin
preparing offers based on the supermarket’ s requirements and facilitated contacts with
domestic suppliers of packaging materias. These efforts have asssted firms negotiate
and sgn supply contractsin the last three months. Among others Meat Magter, VILA
Sh.p.k and Vélezérit AK are supplying processed mest, fresh mushroom, fresh produce
and fresh meat to EUROMAX on aregular basis.

European Article Number (EAN) Bar code.

Since numbering products with standard barcodes (EAN) is a prerequisite in distributing
packaged products in modern commerce and isincreasingly so in Albaniaand the Bakan
region, EDEM has asssted firms in understanding the use of this technology.

Since GS1, the organization issuing EAN codes, doesn't currently have alocd presence
in Albania, Albanian businesses can obtain the codes only through GS1 officesin
Begium or aneighboring countries (Italy, Greece). EDEM is continuing to work with
severd organizations for fogtering the development of EAN codeissuing facility in
Albania

M eetings were conducted with representatives of the Minigtry of Agriculture and Food,
Export Promotion Agency, Center for Agribusiness Studies (an Albanian NGO willing to
support the process), Chamber of Commerce and GTZ Project. These organizations have
expressed interest in working together. Export Promotion Agency isto take lead in this
initiative. In the coming months, EDEM will work with busnesses in educating them on
the use and benefits of using EAN barcode.



E. BUSINESSENVIRONMENT
Year 2 Highlights

Improving Albania s business environment is an important objective of EDEM. Year 2
activities were designed to focus mainly on the trangparency issues as a precondition for
creeting a better business climate and reducing corruption in business-government
interactions. A new dimension this year was the introduction of Business Ethics training.
This component is based on the fact that an important ement of improving the business
environment is dso sef-regulation of the business sector to create aleve-playing fied
for fair competition. EDEM continued to monitor and input into the Government Anti-
Corruption plan.

The main activities and resultsin Year 2:

Business Corruption Survey — In cooperation with USAID’ s anti-corruption project,
EDEM conducted a business corruption survey to assess the business environment in
Albaniain rdation with corruption as an impediment to busness growth. The survey
served as a basdline for business environment indicators of EDEM project. The Year 3
survey is currently under way as a part of an integrated effort between EDEM and
USAID’sRule of Law project that will examine households, public administration, and
the business community.

Monitoring report for the Government Anti-Corruption Matrix — EDEM, through its loca
subcontractor IDRA, presented to the Anti-Corruption Unit of the Council of Ministers
comments and suggestions for the Anti Corruption Matrix 2004-2005. These comments

and suggestions aimed to improve the draft of the Unit's 2004-2005 action plan for

fighting corruption. The paper was delivered to dl the participants at the February

mesting of the Anti-Corruption Unit. Almost dl the suggestions were incorporated in the
Matrix. The report of Anti-Corruption Matrix can be found in: http:/Amww.idra-
al.org/pdf/en/Matrix2004- 2005 DRAenglish.pdf.

Tax Guide 2005 — On behdf of EDEM, IDRA published a Tax
Guide 2005. The guide provides a comprehensive review for
Albanianbusiness on Albania stax system after the changes of
the 2005 fiscd package. The guide was distributed to EDEM
assisted business Chambers of Commerce and business
asociations. The guideis dso published on the ALBIC portad
and isfree of charge for dl interested users. (www.abic.net —
3,000 vidts aday).

Business Ethics, ToT — EDEM, through IDRA, developed and conducted a Training of
Trainers (ToT) in Busness Ethics. The training was devel oped to prepare a pool of
tranersfor ddivering Business Ethics training to Albanian businesses. Participantsin

the trainings were from BSPs, Chambers of Commerce, business associations aswell as
other EDEM trainers. Eighteen people were trained representing Tirana, Girokastra,

40



Korca, Shkodra, and Elbasan. The trainerswill intum train businesses in their respective
municipdities Based on thistraining, the Gjirokastra Chamber of Commerce has
initiated, with EDEM support, the preparation and Sgning of a Declaration of Vauesfor
its members.

Public Procurement Guide — With EDEM’s support, IDRA has
prepared a“A Guide on Public Procurement” to help support the
development of trangparency in government/business interactions.
The Guideisthe first effort to target the business community by
smplifying the understanding of the government’ s procurement
process and procedures. Effortsto date focused on preparing guides
for public procurement officids and were very complicated and
technica to the business community. The guide has been digtributed
widely to EDEM assisted businesses, Chambers of Commerce and
business associations and is available dectronicdly on the ALBIC
portd (http:/Aww.a bic.net/Shaip/I nfoBiznes/Prokurimi Publik/ppbazdigjore.ntm).

Export Guide - Another guide prepared by IDRA with EDEM’ s support to help improve
the competitiveness of Albanian businessesisthe “Export Guide’. This comprehensive
and practica guide of export procedures and processes is now being findized and will be
avalablein early Fal. The guide contains vauable information for businesses on such
aessas: i) Trade Regime of Albaniawith EU and other neighboring countries; i)

Qudity systems and certificates for successful exporting; iii) Custom procedures for
exporting; iv) trangporting of export goods; V) insurance; vi) export contracts; vii) dispute
resolution; and viii) export financing. The guide will dso be published onthe ALBIC
portal.

Sector Assessment of Albanian Economy — During the second quarter of the 2005, IDRA
on behaf of EDEM prepared for USAID a paper on “ Sector Assessment of Albanian
Economy for Borrowers Analysis’. The paper includes section on the legd and

regulatory environment, brief assessments of competitive sectors of Albanian economy,
financid market assessments as well as corporate governance issues.

4™ Quarter Activities and Results

Export Guide for Businesses - The Guide is bang findized in preparation for distribution
to Albania s busness community. It will be digtributed in hard copies (500 copies) as
well as published dectronicaly on the ALBIC porta (www.albic.net).

Guide on Public Procurement for businesses - Almost 400 copies of the guide were
distributed to individua businesses, chambers of commerce and business associations
throughout Albania

Business Corruption survey - During this quarter, EDEM reviewed this activity in order
to coordinate with the USAID Rule of Law project, which will conduct a set of
interviews to assess corruption leve in Albanian society (households, public
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adminigration, and businesses). The two projects will coordinate their efforts by
developing a combined survey indrument and by the sharing the survey results.

Business Ethics Seminars in Gjirokastra and Korca - In Gjirokastraa seminar is being
prepared in cooperation with the Chamber of Commerce to introduce to businesses the
Declaration of Vaues. This Declaration, prepared by EDEM (IDRA) in cooperation with
the Gjirokastra Chamber of Commerce will be adopted by the Chamber’ s members and
serve as a catdys for adoption of a Code of Ethics by individua companies.

F. COMMUNICATION

Making the public, generd business community and the government aware of Albania's
need to sgnificantly increase its competitiveness capability if its economy isto grow, isa
core objective of EDEM. Emphass has been placed on the need of the Albanian
industries to be comptitive in the globd market place through promoting Albania's
ability to compete successfully in export markets and the capability of Albanianfirmsto
capture the domestic market. In addition the EDEM has assistance at the firm leve to
increase the companies ability to market themsdlves.

Year 2 Highlights

InYear 2 EDEM began publishing aregular Newd etter reporting on the project’s
activities and covering other issues rdaing to increasing Albania s competitiveness
cagpabilities. Thefirg of four issues published during the year came out in December
2004. Approximately 500 copies of the newdetters are delivered dectronicdly and in
hard to the Albanian business community, government inditutions, donor projects, BSPs,
and other interested individuas and organizations. The project also developed and
widdy distributed anew project brochure that describes the purpose and approach of the
EDEM project

EDEM provided assistance to 18 businessesin heping them to build ther business
image, designing and printing promotiona materids for participation in different trade
fairs (9 business cards, 14 ledflets, 4 posters, 7 labels, 1 brochure, 5 logos, banners, hats,
T-shirts, letter heads, and e-mail accounts). In addition assstance was offered in
arranging media coverage for specific company promotiond activities.

EDEM organized two communication training events that drew 61 businesses and 8
mediaoutlets. The training events provided the participants necessary information
related to communication, its important role in developing a successful business, the best
ways to communicate, how to devel op gppropriate promotiond materids, and the
importance of usng modern IT tools to promote and carry out business activities.

EDEM arranged media coverage for severa activities organized by EDEM -assisted
companies that resulted in the participation of 46 print and €ectronic media outlets.
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Thirty five rdaing to EDEM - assisted companies/industries or EDEM activities were
published in Albania newspapers and magazines. A number of articleswereinitiated by
journdists who used EDEM as an information source. The information provided by
EDEM was used by the journdigts to raise avareness on development and different
issues about the industries that EDEM isfocused on. Thirteen press releases were
prepared for companies asssted by EDEM.

EDEM undertook a number of sgnificant communication activities related to promoting
Albanid s tourism industry.

a) Thefirg edition of the “ Greetings from Albania’ apost card campaign involving
Albanian youth was organized and implemented with outstanding results. Initiging the
campaign an invitation to submit postcards depicting tourism opportunitiesin their loca
communities was didtributed to Albanian young people through the school system and via
publicationin “Trendy” magazine and announcements on the nationd TV program

“Trog” (“Open”). Six media outlets participated at the prize award ceremony (2 TV
stations, Albanian Telegraphic Agency, “Trendi” magazine, “Biznes” newspaper, and
“Ekonomia’ newspaper). A 45 minute TV program for young people on Top Channd
TV was dedicated to the postcard campaign and Albanian tourism. Around 9,000 on-line
messages from young Albanians living al around the world were exchanged during the
program. The postcards and accompanying messages were posted on www.
Shaiperiacom, asadigita postcard dbum of Albania The cards were also posted at
www.usaid.com and published in the Frort Line newdetter. Severa hundred copies of
the postcards have been distributed at trade fairs and other tourism events. The second
edition of the “Greetings from Albania’ campaign has been initiated and will be findized
inYear 3.

b) Assstance was offered to participants of the Berlin Internationd Tourism Fair on
how to communicate more effectively to international media, how to write a successful
press release, and how to prepare appropriate trade fair promotiona materids. The
participation of the Albanian tourism professondsin ITB was covered in by Deutche
VeleRadio. A 25 minute TV program was prepared for TV SH covering the
participation of Albanian ITB participants.

) Assstance was offered to participants for the Kosovo and Macedonian Tourism
Trade Shows in preparing promotional materials. EDEM arranged coverage of the events
and arranged the participation of Voice of America, BBC, Kosovo News Agency, 4
Albanian, 1 Macedonian and 11 Kosovo print and eectronic media. Specia programs
were arranged for Kosovo TV 21 and Albanian Koha TV.

d) A press release was provided to locad media announcing the ability of Albanian
hotels to accept on-line booking online. The news about the on-line reservations was
broadcast by Top Channel, TV Arberia, Neser TV, Top Albania Radio. Articles about
on-line reservations gppeared in "Biznes”, "Korrierri”, " Shekulli* daily newspapers.
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e) Two groups of foreign journaists from Greet Britain, Germany, Serbia, and Itay,
supported and sponsored by touriam cluster members, were brought to Albaniaby EDEM
to vigt and wrote articles about Albaniad s tourism opportunities. Oneregiond TV
produced a TV program with interviews for the visit of the journdigts.

Ms Rebonja from Belgrade, Serbia said:

“Many agencies will be interested to know what Albania has to offer in terms of tourism.
It is not well known. [ think there will be a lot of people interested in knowing what is
happening in Albania. More information about the positive things and more

under standing about the people will be helpful. In one way, | have something of a
mission to let people know that bridges could be created especially through tourism.
Tourism can play a very constructive role towards improving understanding between the
peoplein theregion.”

4™ Quarter Activities and Results

The 4™ issue of EDEM’ s newdletter was published and circulated to 500 individuals and
organizations.

A new project brochure was developed, produced and distributed as a vehicle to describe
EDEM’ s objectives and approach.

The article of Peter Lynch, aforeign journdists who participated in the May press tour,
published initidly in the American newspaper “Reading Eagle’ was re-published in three
of Albania’s biggest daily newspapers.

The 2" Greetings from Albania’ post card campaign was initiated with announcements
on locd and regiond TV dations. The media campaign will hdp to let children dl
around the country know about the post card campaign and encourage young people to
become involved in promating their country through tourism.

A 45 minute TV program for young people on Top Channel TV dedicated to the postcard
campaign and Albanian tourism was broadcast. EDEM presented the campaign and
promoted the upcoming 2" edition of the postcard campaign. Around 9,000 on-line
messages from young Albanians living dl around the world were exchanged during 2

daysin this program.

TV Kohawas asssted by EDEM in production of a series of two documentaries (40 min
each) about V oskopoja and its efforts to promote the community’ s tourism opportunities.

A three minute report on the Albanian herbs and spice industry was arranged and
facilitated with AL TV.




During the Quarter, EDEM continued to provide communication assistance to a number
of companiesin efforts to help the companiesincrease their marketing and public
relations cagpabilities.

alabed for lavender sachet bags was produced to support the participation of a
herbs and spices company at the New Y ork Gift Show.

3 labdsfor peach jam (3,000 copies printed), compost (10,000 copies printed)
and canned red pepper (10,000 copies printed) were produced for the Amarildo
food processing company.

a 14 day promotiona campaign was designed and implemented for the Albidea
Meat Company products in conjunction with the Miss Globe International Contest
2005. Activitiesincluded: a12 minute TV program broadcast on Nationd Klan
TV was designed, scripted and edited by EDEM ; a reception for contest
participants was arranged; photos for the activity and to be used for later
preparation of arecipes book with Albidea products were produced; and an article
was published in “Biznes” daily newspaper.

promotiond materids for the Bleart Hotel in Durres were designed and produced.
promotiona materids (bamner, hats, T-shirts) for the Rozafa Kaci Meat Company
were designed and produced in support of amarketing campaign for the Shkodra
and Durres aress.

promotiond materidsfor Velezerit A&K, a Divjakafruit vegetable exporter,
were designed; a 15 minute specid edition feature was arranged for Vellezerit
A&K onTop Channdl.

a40 min TV documentary was arranged and facilitated with Koha TV for Redl
Scampis Hotd in Elbasan.

G. ADMINISTRATION
Year 2 Highlights

Summary

During Year 2, EDEM continued its trangtioned from its origind sole reiance on use of
aclugter gpproach to spur an increase in the competitiveness capability of the Albanian
business community to an gpproach that increasingly relied on firm level support. While
not abandoning the cluster approach concept, EDEM, and USAID, recognized that a
number of the project’s origind assumptions did not stand up when tested againgt the
redlity of Albania sStuation. Asaresult EDEM proposed, and USAID accepted, in
September 2004 and Updated Strategy. Implementation of the Strategy was centrd to
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EDEM’seffortsin Year 2. Supporting the Updated Strategy, DAI proposed, and USAID
accepted, a Request for Budget Redlignment and Supplementd funding. With the
changes brought by these two actions now completely in place, EDEM is functioning and
delivering results fully in line with USAID’ s expectations.

With one exception EDEM’ s g&ffing Stuation stabilized over theyear. All EDEM
positions, both direct hires and subcontract seconded individuals remained filled by the
same individuas throughout the year except for the tourism business devel opment
specidigt pogtion. That position has now been filled with an exceptiondly qudified
individud and is effectively contributing to EDEM’ s efforts.

In August, EDEM moved its office location to the center area. At the former location,
problems were encountered with the building owner who refused to make infrastructure
repairs and on severd occasions tapped into EDEM’ s eectrica supply even though he
had been told not to.

Short Term Technical Assistance for the period Oct. 1, 2004 - Sept. 30, 2005

Name Arrival date Departure date

1. Scott Wayne 9/26/2004 10/10/2004
2. Dan Edwards 10/2/2004 10/15/2004
3. James Parchman 10/3/2004 10/16/2004
4. Maureen DeCoursey 10/16/2004 10/23/2004
5. Peter Furth 11/16/2004 11/24/2004
6. Augudo Zink 11/29/2004 12/11/2004
7. Dan Edwards 11/29/2004 12/18/2004
8. Scott Wayne 01/25/2005 02/08/2005
9. Scott Wayne 03/16/2005 03/28/2005
10. Derryck Cox 03/29/2005 04/09/2005
11. James Parchman 4/9/2005 04/30/2005
12. Scott Wayne 5/18/2005 6/2/2005
13. Dan Edwards 06/11/2005 6/24/2005
14. Scott Wayne 7/16/2005 7/18/2005
15. Scott Wayne 8/28/2005 9/8/2005
16. Dan Edwards 9/5/2005 9/16/2005
17. Jerry Martin 9/23/2005 9/27/2005

In addition, throughout the year the project received continuing US-based support from:
Scott Wayne, tourism; James Parchman, lesther and footwear; and FFF Associates, herbs
and spices.



4™ Quarter Activities and Results

During the Quarter three STTAs traveled to Albaniain support of the EDEM project

Consultant Assgnment Dates | Assgnment Summary

Scott Wayne July 16 - 18 Accompanied avigting group of trave
writers on tour of Albania as an adjunct to
the writers visit to Macedonia

Scott Wayne Aug. 28 — Sept. 8 | Advanced the tourism cluster development
process through assigting in 3 main focus
areas — marketing and promotion, training
and education, and government and
advocacy; meetings and telephone
conversations with cluster members and
industry stakeholders; assisted 3 travel
associations; introduced Web Reservations
Internationa system alowing hotesto
receive on-line bookings; supported re-
launch of the Greetings From Albania
postcard campaign; introduced EDEM’s
tourism efforts to the new PCVs.

Dan Edwards Sept. 5-16 Design atwo-day module BSP
Development for 19 Participants who aspire
to be Albanian business people; conduct a
two-day training event to demondrate to
start-up Albanian BSPs how to structure and
develop a service business, develop a
training plan that will lead into the FY 06
project work plan.

Jarry Martin Sept. 23 -27 Asss EDEM’sand USAID’s efforts to plan
for the Project’s Year 3 activitiesina
manner designed to maximize Project
accomplishments.
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